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,QWURGXFWLRQ
,QDQ\PRGHUQHFRQRP\ WKHEDQNLQJVHFWRUKDVDNH\UROH LQ WKHILQDQFLQJRIERWK WKHSXEOLFDQGSULYDWH
VHFWRU%DQNVKDYHWKHNQRZKRZDQGWKHDELOLW\WRLQWHUPHGLDWHEHWZHHQWKHSHUVRQVDQGHQWLWLHVWKDWKDYHD
VXUSOXVRIOLTXLGLW\DQGWKHRQHVWKDWUHJLVWHUDGHILFLW
,Q WKH FDVH RI WKH QHZ (XURSHDQ 8QLRQ PHPEHU VWDWHV WKH EDQNLQJ VHFWRU KDV UHJLVWHUHG D WUHPHQGRXV
GHYHORSPHQWVWDUWLQJZLWKWKH\HDU7KXVRQWKHEDFNJURXQGRIDVWURQJHFRQRPLFJURZWKDWOHDVWXQWLO
 WKH EDQNV RSHUDWLQJ LQ 5RPDQLD DQG %XOJDULD KDYH UHJLVWHUHG D GHYHORSPHQW RI WKHLU EXVLQHVV DQ
LQFUHDVHRIWKHLUFXVWRPHUEDVHDQGDVRSKLVWLFDWLRQRIWKHLURSHUDWLRQV
$VWKHVHPDUNHWVPDWXUHGEDQNVZHUHDEOHWRDFFHVVQHZVRXUFHVRIILQDQFLQJWKDWDOORZHGWKHPWRH[WHQG
WKHLURSHUDWLRQV$OWKRXJKWKLVKDGDSRVLWLYHLPSDFWRQWKHEDQNLQJDFWLYLW\LWDOVROHDGWRDQLQFUHDVHRIWKH
OLTXLGLW\ ULVN WKDW WKH EDQNLQJ LQVWLWXWLRQV RSHUDWLQJ LQ WKHVH FRXQWULHVZHUH IDFLQJ 7KH DFDGHPLF OLWHUDWXUH
'LDPRQG HW '\EYLJ  )UHL[DV HW DO  XQGHUOLQHV WKDW WKH SRVVLELOLW\ RI D EDQN UXQ DFWV DV D
GLVFLSOLQLQJPHFKDQLVPIRUEDQNVWHPSHULQJWKHLUH[SDQVLRQVSODQVDQGPDNLQJWKHPUHHYDOXDWHWKHLUOLTXLGLW\
SRVLWLRQ
5HJDUGLQJ WKH OLTXLGLW\ ULVNV RI WKH ILQDQFLDO V\VWHP WKH DFDGHPLF OLWHUDWXUH GLVWLQJXLVKHV EHWZHHQ WKUHH
W\SHV QDPHO\ IXQGLQJ OLTXLGLW\ ULVNPDUNHW OLTXLGLW\ ULVN DQG FHQWUDO EDQN OLTXLGLW\ ULVN 1LNRODRX 
)XQGLQJOLTXLGLW\ULVNUHIHUVWRWKHSRVVLELOLW\WKDWDEDQNZLOOEHXQDEOHWRIDFHLWVILQDQFLDOREOLJDWLRQVFXUUHQW
DQGIXWXUHEHFDXVHLWFDQQRWJHWDFFHVVWRIXQGLQJWKXVLWVGDLO\RSHUDWLRQEHLQJQHJDWLYHO\LPSDFWHG0DUNHW
OLTXLGLW\ULVNUHSUHVHQWVWKHGDQJHUWKDWDEDQNZLOOEHXQDEOHWRSHUIRUPODUJHRSHUDWLRQRQWKHPDUNHWZLWKRXW
LQIOXHQFLQJWKHSULFHRIWKHDVVHWVVROG,IPDQLIHVWHGWKHSULFHVRIWKHDVVHWVVROGE\WKHEDQNGURSVUDSLGO\
PDNLQJWKHEDQNLQ WKHHQGLQVROYHQW&HQWUDOEDQNOLTXLGLW\ULVNUHSUHVHQWV WKHLQDELOLW\RI WKLV LQVWLWXWLRQWR
VXSSO\WKHOLTXLGLW\QHHGHGWRWKHILQDQFLDOV\VWHP,QWKHFRQWH[WRIWKHILQDQFLDOFULVLVLWKDVEHHQREVHUYHGD
VLJQLILFDQW LQFUHDVH RI WKH WKUHH OLTXLGLW\ ULVNV WKH LQWHUFRQQHFWLRQV EHWZHHQ WKHP EHLQJ HQKDQFHG WKLV
DPSOLI\LQJWKHSRVVLELOLW\RILOOLTXLGLW\VSLUDOVWRRFFXULQWKHILQDQFLDOV\VWHP
,QWKHFDVHRIWKHDQDO\]HGFRXQWULHVQDPHO\%XOJDULDDQG5RPDQLDWKHDVFHQVLRQSURFHVVDQGWKHMRLQLQJ
RIWKH(XURSHDQ8QLRQKDVDOORZHGWKHEDQNVWRWDSWKH(8EDQNLQJZKROHVDOHPDUNHWDQGWKXVKDYHDFFHVVWR
FKHDSHUUHVRXUFHV)LVKHU7KLVKDVOHDGKRZHYHUWRDQLQFUHDVHGH[SRVXUHRIWKHVHEDQNVWRPDUNHWDQG
IXQGLQJ ULVNV WKLV W\SH RI GHYHORSPHQW EHLQJXQGHUOLQHG DQGGHEDWHG H[WHQVLYHO\ LQ WKH DFDGHPLF OLWHUDWXUH
RYHUWLPH6WUDKDQ&DLHW7KDNRU7LUROH$OVRWKHVHVWXGLHVXQGHUOLQHWKDWLQWKHHYHQWRID
QHJDWLYHOLTXLGLW\VKRFNOLNHWKHUHFHQWLQWHUQDWLRQDOILQDQFLDOFULVLVWKHEDQNVWKDWKDYHDVLJQLILFDQWH[SRVXUH
WRZKROHVDOHILQDQFLQJFDQHQWHU LQWRD LOOLTXLGLW\VSLUDOGHWHUPLQHGE\ WKHVLPXOWDQHRXVPDQLIHVWDWLRQRI WKH
IXQGLQJDQGOLTXLGLW\ULVNVWKDWLQWKHHQGZLOOGHWHUPLQHWKHEDQNWRFROODSVH
7KLV VXEMHFW KDV EHHQ DQ H[WUHPHO\ LPSRUWDQW RQH IRU DFDGHPLFV SURIHVVLRQDOV DQG SROLF\PDNHUV DOLNH
WDNLQJ LQWR DFFRXQW WKH VHULRXV LPSOLFDWLRQ WKDW WKLV WRSLF KDV IRU WKH RYHUDOO PDFURHFRQRPLF DQG ILQDQFLDO
VWDELOLW\ EHLQJ WKXV D UHOHYDQW WRSLF FRQVLGHULQJ WKH PDLQVWUHDP UHVHDUFK LQ WKH ILHOG 7DNLQJ WKHVH LQWR
DFFRXQWWKHDLPRIRXUUHVHDUFKLVWRLQYHVWLJDWHWKHUROHDQGLPSDFWWKDWDVHULHVRIILQDQFLDOLQGLFDWRUVIRUWKH
FDSLWDODGHTXDF\DVVHWVTXDOLW\PDQDJHPHQWTXDOLW\DQGSURILWDELOLW\KDYHRQWKHOLTXLGLW\ULVNRIWKHEDQNLQJ
LQVWLWXWLRQVIURPRXUVDPSOH7KHDQDO\VHGSHULRG LV WKHUHVHDUFKILOOLQJ WKXVDJDSUHJDUGLQJ WKH
GHWHUPLQDQWVRIEDQNOLTXLGLW\LQWKHFRQWH[WRIWKH(8DVFHQVLRQSURFHVV
,Q RUGHU WR DFKLHYH WKLV WKH SDSHU LV VWUXFWXUHG DV IROORZV WKH QH[W SDUW LV GHGLFDWHG WR D UHYLHZ RI WKH
DFDGHPLF OLWHUDWXUHRQ WKLV WRSLF WKH WKLUGSDUWSUHVHQWV WKHPHWKRGRORJ\DQGGDWDHPSOR\HG WKH IRXUWKSDUW
XQGHUOLQHVWKHUHVXOWVRIWKHUHJUHVVLRQDQDO\VLVZKLOHWKHODVWSDUWFDSWXUHVWKHFRQFOXGLQJUHPDUNV
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/LWHUDWXUHUHYLHZ
7KH VXEMHFW RI EDQN OLTXLGLW\ DQG LWV GHWHUPLQHV UHSUHVHQWV D YLWDO FRPSRQHQW RI EDQNLQJ PDQDJHPHQW
H[LVWLQJ D ODUJH DQG SURPLQHQW WKHRUHWLFDO OLWHUDWXUH RQ WKLV WRSLF'LDPRQG HW'\EYLJ  SURYLGLQJ WKH
VWHSSLQJ VWRQH IRU WKH DQDO\VLV RI EDQNV OLTXLGLW\ ULVNV DQG EDQN UXQV2WKHU LPSRUWDQW FRQWULEXWLRQV WR WKH
OLWHUDWXUHLQFOXGHWKHUHVHDUFKHVRI&DORPLULVHW.DKQ'LDPRQGHW5DMDQ$OOHQHW*DOH
:DJQHUDQGPRUHUHFHQWO\'UHKPDQQHW1LNRODRX.ULVKQDPXUWK\)UHL[DVHWDO
DQG%,6
0RVWRIWKHHPSLULFDODFDGHPLFOLWHUDWXUHRQEDQNVOLTXLGLW\DQGLWVGHWHUPLQHVWHQGVWREHIRFXVHGPRVWO\
RQ WKHFDVHRI WKHDGYDQFHGHFRQRPLHV .DVK\DSHWDO$VSDFKVHWDO9DOODHW6DHV(VFRUELDF
6KHQHWDO5DXFKHWDO7KXVRQHRIWKHPRVWFRPSUHKHQVLYHVWXGLHVXQGHUWDNHQLVWKHRQH
RI6KHQ HW DO  IRFXVHGRQ WKH FDVHRI WKHEDQNVRSHUDWLQJ LQ WZHOYH DGYDQFHG HFRQRPLHV $XVWUDOLD
&DQDGD)UDQFH*HUPDQ\,WDO\-DSDQ/X[HPERXUJ1HWKHUODQGV6ZLW]HUODQG7DLZDQ8QLWHG.LQJGRPDQG
8QLWHG6WDWHV7KHUHVXOWVXQGHUOLQH WKDW WKH OLTXLGLW\ULVN LV LQIOXHQFHGE\ WKHH[WHUQDO IXQGLQJRI WKHEDQN
VXSHUYLVRU\DQGUHJXODWRU\IDFWRUVDQGPDFURHFRQRPLFFRQGLWLRQV
,QWKHFDVHRIWKHQHZ(XURSHDQ8QLRQPHPEHUFRXQWULHVWKHUHDUHIHZHUVWXGLHVIRFXVHGRQWKLVWRSLFWKH
VWDUWRIWKHJOREDOILQDQFLDOFULVLVWULJJHULQJDQLQFUHDVHGLQWHUHVWRQWKLVVXEMHFW7KXVWKHUHVHDUFKRI.UXV]ND
HW.RZDOF]\NXQGHUOLQHWKDWWKHPDLQGHWHUPLQDQWIRUWKHOLTXLGLW\RI3ROLVKEDQNVKDVEHHQWKH3ROLVK
)LQDQFLDO6XSHUYLVRU\$XWKRULW\WKDWKDVFRQYLQFHGWKHEDQNVWRFUHDWHDGGLWLRQDOFDSLWDOEXIIHUVLQWKHSHULRG
EHIRUHWKHVWDUWRIWKHJOREDOFULVLVWKDWKDYHDOORZHGWKHVHLQVWLWXWLRQVWRHDVLO\VXUSDVVWKHSUREOHPVWKDWKDYH
RFFXUUHGWKHVHPHDVXUHVEHLQJDIWHUZDUGVDGRSWHGDOVRLQRWKHU(XURSHDQ8QLRQPHPEHUFRXQWULHV
9RGRYD  IRFXVHG LWV UHVHDUFK RQ WKH FDVH RI6ORYDNLD DQG WKH&]HFK5HSXEOLF XQGHUOLQJ WKHPDLQ
GHWHUPLQDQWVRI WKH OLTXLGDVVHWV UDWLR IRU WKHEDQNVRSHUDWLQJ LQ WKHVHFRXQWULHV$OWKRXJK WKH WZRFRXQWULHV
KDYHMRLQHGWRJHWKHUWKH(XURSHDQ8QLRQLQWKHDXWKRUXQGHUOLQHVWKHH[LVWHQFHRIGLIIHUHQWIDFWRUVWKDW
LPSDFW WKH OLTXLGDVVHWVUDWLR WKXV LQ WKHFDVHRI WKH6ORYDNLDQEDQNV WKHUDWLR LVQHJDWLYHO\ LPSDFWHGE\ WKH
VL]H RI WKH EDQN WKH LQFUHDVH RI WKH FDSLWDO DGHTXDF\ UDWLR DQG E\ SHULRGV RI ILQDQFLDO GLVWUHVV ZKLOH LW LV
SRVLWLYHO\FRUUHODWHGZLWKWKHHYROXWLRQRIWKHHFRQRPLFF\FOH5HJDUGLQJWKH&]HFK5HSXEOLFEDQNVWKHOLTXLG
DVVHWVUDWLRLVSRVLWLYHO\LQIOXHQFHGE\WKHLQFUHDVHRIWKHFDSLWDODGHTXDF\UDWLRWKHGHSUHFLDWLRQRIWKH&]HFK
NRUXQDDQGWKHGHFUHDVLQJTXDOLW\RIWKHORDQVSRUWIROLR
7KHFURVVERUGHUDQDO\VLVXQGHUWDNHQE\'LQJHULQWKHFDVHRIWHQEDQNLQJV\VWHPVIURP&HQWUDODQG
(DVWHUQ(XURSH %XOJDULD&]HFK5HSXEOLF (VWRQLD+XQJDU\ /DWYLD/LWKXDQLD 3RODQG5RPDQLD 6ORYDNLD
DQG6ORYHQLDXQGHUOLQHVWKDWVPDOOHUEDQNVKDYHWKHWHQGHQF\WREHPRUHOLTXLGZKLOHIRUHLJQEDQNVDUHOHVV
OLTXLG WKDQ WKHLU GRPHVWLF SHHUV WKXV WKH VL]H RI WKH EDQN EHLQJ RQH RI WKH GHWHUPLQDQW IDFWRUV UHJDUGLQJ
OLTXLGLW\
7KXV WDNLQJDOO WKHVH LQWRDFFRXQWZHZRXOG OLNH WRFRQWULEXWH WR WKHH[LVWLQJDFDGHPLF OLWHUDWXUHRQ WKLV
WRSLF E\ DQDO\VLQJ WKH UROH DQG LPSDFW WKDW D VHULHV RI ILQDQFLDO LQGLFDWRUV OLNH WKH FDSLWDO DGHTXDF\ DVVHWV
TXDOLW\PDQDJHPHQW TXDOLW\ DQG SURILWDELOLW\ KDYH RQ WKH OLTXLGLW\ ULVN RI D VDPSOH RI EDQNLQJ LQVWLWXWLRQV
RSHUDWLQJLQ%XOJDULDDQG5RPDQLDWZRFRXQWULHVWKDWKDYHMRLQHGWKH(XURSHDQ8QLRQLQ
'DWDDQG0HWKRGRORJ\
,QRUGHU WRHVWLPDWH WKHHYROXWLRQRI WKH OLTXLGLW\ ULVNV LQ WKHFDVHRI WKHEDQNVRSHUDWLQJ LQ%XOJDULDDQG
5RPDQLDZHZRXOG OLNH WRXQGHUWDNHD UHJUHVVLRQDQDO\VLV WKDWZLOOXQGHUOLQHKRZWKHDYHUDJH OLTXLGLW\RID
EDQNLQJLQVWLWXWLRQFDQEHLQIOXHQFHGE\DVHULHVRILQWHUQDOIDFWRUV7RDWWDLQWKLVREMHFWLYHZHKDYHFKRVHQWZR
LQGLFDWRUV IRU OLTXLGLW\ DQG VL[ LQWHUQDO EDQN LQGLFDWRUV WKDW FDQ LQIOXHQFH WKH RYHUDOO OLTXLGLW\ RI D EDQNLQJ
LQVWLWXWLRQ:HIRFXVHGRQO\RQ LQWHUQDOIDFWRUVDV WKHVHFDQEH LQIOXHQFHGE\ WKHPDQDJHULDOVWUDWHJ\RI WKH
EDQNLQJLQVWLWXWLRQ
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